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. Before I deal with some of the specific points raised 
~ in the meetings on the business of the Fund, I wish to 
oat, express on behalf of the Executive Directors and the 
uld staff our appreciation of the friendly manner in which 
sin the Governors have discussed the Annual Report. We 
| to are encouraged to believe that we have made some pro- 
rted gress toward making the Fund a useful institution. 
oF Many Governors have emphasized the importance 
new of proper credit and budget policies in finding a solu- 
tion to the payments difficulties. I agree with this view. 
snot The most constructive measure that deficit countries can 
Te take for themselves in dealing with their payments 
nese fy Problems is to restrain and eliminate the inflationary 
> its forces that exist in their economies. 
in The Governor for South Africa has expressed grave 
tion. { doubt whether with the emphasis on full employment at 
ndu- @ 2"Y cost—and I might add rapid development—this will 
be done. Some countries, in pursuit of full employment, 
vern- : 
have gone beyond the bounds of proper policy and have 
encouraged inflation. If governments act on the premise 
ve that nobody can be unemployed at all, and that the 
gton, 





moment any industry shows any signs of unemployment, 
credit must be expanded, then I am afraid we shall not 
get out of the present payments difficulties. 

I believe, however, that there is a responsible course 
that avoids extremes and is conducive to high levels of 
production and employment, with internal stability and 
payments balance. If countries are prepared to shape 
their credit and budget policies in this way, and many are 
beginning to do this, we shall make progress toward find- 
ing a practical solution to the payments problem. Need- 
less to say, we need more than good budget and credit 
policies in the deficit countries to establish a strong pat- 
tern of international payments with convertible cur- 
rencies and without exchange restrictions. 

Some Governors have mentioned the need to recog- 
nize the responsibility of the surplus countries in restoring 
payments balance. The suggestion has been made that 
joint discussions between surplus and deficit countries 
should be held with the Fund, and we shall give this 
suggestion early attention. The staff of the Fund is 
studying what the surplus countries can do to facilitate 
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Concluding remarks by Ivar Rooth, Managing Director of the Fund, 
in reply to the Governors’ discussion of the business of the Fund 


the attainment of international balance. I think we can 
fairly ask the surplus countries to take all possible 
measures within their power to expand imports and 
foreign investment. The one thing we have no right to 
ask of them is to inflate their economies to match the 
average rate of inflation that may exist in deficit countries. 

A number of Governors have referred to the need 
for a clearer and bolder policy on the use of the Fund’s 
resources. Emphasis has been given especially to the 
payments problems that arise in underdeveloped countries 
when there is a sudden deterioration in world markets. 
The point has been made that under such conditions 
assistance from the Fund, if it is confined to 25 per cent 
of the quota in a twelve-month period, would be inade- 
quate for some countries. 

The Executive Board and the staff are aware of this 
problem. One purpose of the Fund is to help members 
to meet the difficulties that arise in a depression. Let me 
paraphrase what I have already said. If a member that 
follows sound credit and budget policies applies to the 
Fund for aid in connection with payments problems re- 
sulting from a change in world markets, I am prepared 
in all appropriate cases to recommend to the Executive 
Board that the transaction be approved and, if a waiver 
is necessary for a transaction of more than 25 per cent of 
the member’s quota, that this waiver be granted under 
the conditions provided in Article V, Section 4 of the 
Fund Agreement. 

The Board of Governors can be sure that the Executive 
Board and the staff of the Fund will continue to work 
for a broader use of the Fund’s resources for achieving 
the purposes of the Fund. The members, too, can help 
us by speaking fully and frankly with us about their 
payments problems. I call attention to what the Governor 
for Iran said last Thursday: “It is imperative that the 
Fund should express its willingness and desire to use 
effectively the tools at its disposal and that member 
countries in turn should extend their full cooperation.” 

I promised the Governor for Thailand an answer to his 
question whether a member that has not agreed a par 
value with the Fund, but that has nevertheless made every 
effort to move forward in the direction of the Fund’s ob- 






86 INTERNATIONAL FINANCIAL News Survey, September 12, 1952 


jectives, could receive assistance in the event of a tempo- 
rary deficit arising in its balance of payments. It is my 
hope that countries in this position will be able, in the 
near future, to agree with the Fund on par values for 
their currencies. Should such an emergency develop, 
however, before a par value has been agreed, the Fund 
and the member concerned would endeavor to find a 
practical solution for its problems. 

Two Governors have spoken about the price of gold. 
The Executive Directors and the staff are aware that 
this is an important question for the Fund, not less so 
because there are differences of opinion about it. We 
regard it, therefore, as a matter requiring more or less 


Private Production of Gold Coins 

The Swiss Federal Tribunal on August 19 refused the 
extradition of two persons arrested in Switzerland on a 
charge of producing gold sovereigns, French napoleons, 
and Mexican gold dollars in Italy. The defense main- 
tained that the coins produced had the same weight and 
fineness as real coins. The Court’s decision was, however, 
based on its interpretation of the 1929 international con- 
vention on counterfeit money, according to which only 
that which is legal tender can be regarded as money. 
Extradition was rejected on the ground that sovereigns, 
napoleons, and Mexican gold dollars are no longer legal 
tender in Britain, France, or Mexico. 

The decision has caused some concern in London, be- 
cause it would seem to follow that anyone can produce 
sovereigns in Switzerland and put them into circulation 
with impunity. The judgment appears to be based on 
the contention that, since under the exchange regula- 
tions U.K. residents are not permitted to own sovereigns, 
these cannot possibly be used as legal tender. The ex- 
change regulations do not, however, in themselves rule 
out the technical possibility of using sovereigns as legal 
tender. British residents who may come across for- 
gotten hoards, or gain possession of sovereigns in some 
other way, must sell the sovereigns to an authorized 
dealer at the current price. They would not be debarred, 
however, from using the sovereigns to repay overdrafts 
at their face value of 20 shillings per piece. 

Sources: The Financial Times, London, England, August 
21 and 22, 1952; Neue Ziircher Zeitung, Ziirich, 
Switzerland, August 23, 1952. 


Europe 


Sterling Area Reserves 

In August the gold and dollar reserves held in London 
fell by $44 million to $1,672 million at the end of the 
month. The decline was entirely due to the payment 
of $98.6 million to EPU in settlement of the heavy July 
deficit, partly offset by the receipt of $45 million of 
defense aid from the United States. The trading position 


continuing study. I can assure the Governors that all 
views on this question will be carefully considered by 
the Executive Directors and the staff. 

My concluding remarks on the business of the Fund 
must, of necessity, be brief. We are grateful for the 
many constructive suggestions that have been made 
in the course of these meetings. We have taken careful 
note of what all of you have said and we shall work 
diligently to see what can be done. Wherever possible 
we shall carry out your suggestions promptly and ener- 
getically, in the same spirit in which you have made 
them. 


September 9, 1952 


of the sterling area with the dollar area was probably 
at least in equilibrium during the month. 

The Chancellor of the Exchequer had estimated at the 
time of the last debate in the House of Commons that 
U.S. aid should average around $50 million a month, 
so that dollar receipts from this source can presumably 
be expected to rise somewhat over the next few months, 
In addition the U.K. August deficit in EPU, which has 
to be settled in September, fell to the very low level of 
$4.8 million. This substantial improvement was no doubt 
largely due to the temporary effects of the commodity 
arbitrage scheme (see this News Survey, Vol. V. p. 57) 
introduced by the Bank of England early in August. 
Sources: The Financial Times, September 3, 1952, and 

The Economist, September 6, 1952, London, 
England. 


French Financial Policy 

Although the French wholesale price index rose by one 
per cent in July and food prices continue to rise slowly, 
the Pinay Government is increasing its efforts to attain 
a stable situation. The Secretary of State for the Budget, 
M. Moreau, has made it clear that the Government will 
pursue a firm policy toward solving the 1953 budget 
problem. It has already turned down, with only a few 
exceptions, all ministerial demands for increased funds 
for 1953. An equally firm attitude is almost certain to 
be adopted for extraordinary investment and war dam- 
age expenditures. The defense budget will not be settled 
before the position of France vis-a-vis NATO and the 
United States is clarified; the expenditures total will be 
fixed so as to achieve in 1953, as in 1952, a “balancing 
of the budget without increased taxation.” 

The government policy with regard to the 1953 budget 
makes it clear that the basic principles of the “Pinay 
experiment” are to be applied more vigorously than in 
the past. The Treasury will gradually be relieved of 
financing the key investments of the country, and the 
capital market will be encouraged to resume its normal 
functions. The government financial philosophy has 
been summarized as follows by M. Moreau: “It is true 
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that, under the influence of unforeseeable developments 
[such as the drought and foot-and-mouth disease] and 
perhaps also of some concerted action, the fight to force 
prices down and to improve the economic situation may 
have been retarded somewhat, and may even have suf- 
fered some slight setback; it would be unthinkable that 
such a vast and long-term policy might have been 
pursued without any incident. However, the resources 
of the nation are immense . . . so that a temporary halt 
in stabilization may appear without unfavorable conse- 
quences, and the fight against inflation may now be 
resumed with increased strength.” 


Source: Le Monde, Paris, France, August 26, 1952. 


Prices and Wages in Norway 

The Norwegian wholesale price index, which had 
reached a peak in February of this year and then 
dropped slowly during the next three months, increased 
again in June and July. Import prices attained a peak 
in October 1951. Since some of the goods included in 
the index of wholesale prices are subsidized, the move- 
ment of import prices cannot be compared directly with 
the movements of wholesale prices. To some extent, 
however, changes in import prices will be reflected in 
changes in wholesale prices, even if the connection is 
less distinct and there is a certain time lag. 

The cost of living index has been rising slowly this 
year, and on May 15 the so-called “ceiling” was reached. 
In accordance with the agreement of November 14, 1950, 
the National Federation of Trade Unions requested that 
negotiations be opened in respect of the wage contracts 
which had not been amended during the wage adjust- 
ment of last spring. Agreement was reached on a tem- 
porary additional cost of living allowance of 10 Gre 
per hour; this adjustment will apply to all wage con- 
tracts expiring after June 15, 1952 and which come 
under the agreement concerning adjustment in accord- 
ance with changes in the cost of living index. This 
additional allowance is to be regarded as an advance on 
wage contracts soon to be negotiated, and will be incor- 
porated in such contracts. 

In 1950, the Government and the agricultural organi- 
zations agreed that, in the event of a rise or fall in 
wages for industrial workers, negotiations were to be 
opened regarding prices of agricultural products. Nego- 
tiations which were opened in the spring of this year, 
discontinued in May, and then resumed at the end of 
June, have led to an agreement, to be effective from 
July 1, 1952 until June 30, 1953. According to this 
agreement, the total earnings of agriculture in that year 
will increase by NKr 125-130 million, of which about 
NKr 80 million will be covered by increased government 
subsidies. The agreement abolished ceiling prices of 
meat and pork, and raised prices of milk and certain 
other products. 
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Source: Norges Bank, Bulletin, Oslo, Norway, August 
12, 1952. 


German Discount Rate Reduction 

The Central Bank Council of the Bank Deutscher 
Lander has ordered a reduction from 5 to 4% per cent 
in the discount rate for bills, effective August 20. This 
action follows the interest rate reduction from 6 to 5 per 
cent effective May 29 (see this News Survey, Vol. IV, 
p. 383). 

The new reduction is reported to have had a mixed 
reception; even within the Central Bank Council there 
was said to be, at least until recently, a division of 
opinion as to the advisability of the measure. Industrial 
interests had been demanding for some time a more 
liberal credit policy, and many sections of the business 
community were of the opinion that the interest rate 
reduction ordered last May was not fully adequate; in 
this connection, industrialists stressed the improvement 
in the balance of payments situation as well as the stag- 
nation in the consumers’ goods industries. 

On the other hand, the fact could not be disregarded 
that the repeated delays in the proposed reform of the 
capital market had resulted in constant increases in the 
money supply; bank deposits rose by about DM 2.5 bil- 
lion in the first half of 1952, to about DM 26 billion, and 
the total money supply at mid-August is estimated at 
about DM 31 billion, against DM 28 billion a year ago. 
Short-term bank credits, too, have risen by some DM 500 
million since the beginning of the year, to about DM 17.5 
billion. In recent weeks, money market rates had fallen 
slightly below the bank rate. 

These considerations alone would scarcely have been 
sufficient to justify a further discount rate reduction. A 
more important reason appears to have been the desire 
of the Central Bank Council to create additional latitude 
in the event of a possible increase in the interest rate at 
a later stage. A flexible interest rate policy appears to 
be the objective of the Central Bank authorities, as 
evidenced by the fact that a reduction of the minimum 
reserve ratios for credit institutions was decided upon 
simultaneously with the discount rate reduction. The 
statutory maximum ratio of the minimum reserves to be 
held by commercial banks within the central banking 
system amounts to 20 per cent of the sight deposits. 
This maximum ratio was never reached, however; even 
during the period of restrictive credit policy, in the fall 
of 1950, the ratio amounted to only 15 per cent. In May 
1952 an initial relaxation was brought about through 
differentiation of the minimum reserve ratios, depending 
on the size of the institution, whereby the smaller credit 
institutions were treated more leniently. Under the pres- 
ent measure, the reserve ratio for the larger credit insti- 
tutions was reduced from 15 to 12 per cent of sight 
deposits; it was reduced proportionately for the smaller 





88 INTERNATIONAL FINANCIAL News Survey, September 12, 1952 


institutions, down to only 9 per cent for the very smallest 
ones. 

There has been no official statement thus far as to the 
relation of these Central Bank decisions to the develop- 
ment of Germany’s balance of payments. The Bank 
Deutscher Lander shows total foreign assets of about 
DM 3.5 billion; gold and dollar reserves, however, con- 
stitute less than DM 2 billion of this total, gold hold- 
ings amounting to some DM 500 million and freely con- 
vertible currencies to less than DM 1.5 billion. Thus, 
gold and dollar reserves approximate the value of only 
about 14% months’ import requirements, since current 
monthly imports are in the neighborhood of DM 1.2-1.3 
billion. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 23, 1952. 


Middle East 


Egypt’s 1952-53 Budget and Economic Survey 


Estimates of the 1952-53 Egyptian budget indicate 
that revenue and expenditure will be balanced, at LE 206 
million, without recourse to the State Reserve Fund. The 
final 1951-52 budget estimate put expenditure at LE 231.4 
million and revenue at LE 215.2 million, the difference 
of LE 16.2 million to be taken from the Reserve Fund. 
But owing to certain decreases in the tax returns and 
unexpected increased burdens on the Treasury, the 1951- 
52 final results will show a large deficit. 

The balancing of the new budget was made possible 
only by slashing government expenditure, especially on 
new works, by LE 20.5 million from last year’s figures, 
and by increasing direct and indirect tax rates. It is 
estimated that the increase in indirect tax rates (see this 
News Survey, Vol. V, p. 61) will yield LE 7.6 million. 
The Government also decreed increases in the rates of 
various direct taxes, which will yield about LE 3.1 mil- 
lion. These increases are as follows: an increase from 
16 to 17 per cent on income from movable property 
(stocks, bonds, etc.), and on commercial and industrial 
profits; an increase from 10 to 11 per cent on profes- 
sional incomes (doctors, lawyers, etc.); an increase by 
5 to 10 per cent of the various “tranches” of the general 
progressive income tax; an increase from 6 to 7 per cent 
on annual salaries of LE 800-1,200 and from 8 to 9 per 
cent on annual salaries of more than LE 1,200. The 
inheritance tax has also been increased; and a new direct 
tax of 10 per cent on funds transferred abroad, for 
tourism purposes, has been imposed. 

Government expenditure in the new financial year is 
estimated as follows: internal and external security 
(expenses of high authorities, financial and other admin- 
istrations, diplomatic representation, defense, public in- 
ternal security, and justice), LE 52.4 million; social and 


economic welfare (public health, rural and urban affairs, 
commerce and industry, supply, agriculture, public works, 
communications, social affairs, and education), LE 82.4 
million; other expenses (servicing the public debt, pen- 
sions and indemnities, lowering the cost of living, extra- 
ordinary and other expenses), LE 60.4 million. 

The Government’s annual economic and financial sur- 
vey refers to the international economic difficulties which 
followed the outbreak of the Korean war. However, the 
blame for Egypt’s present acute economic difficulties is 
placed on the erroneous cotton policy followed by the 
Egyptian authorities in the last two years. The cotton 
price-support policy hampered cotton exports, increased 
the balance of payments deficit, exhausted Egypt’s ster- 
ling balances, and caused an estimated government loss of 
LE 12 million on its cotton stocks. The Government’s 
new cotton policy is to restore stability to the cotton 
market, letting supply and demand determine the real 
value of cotton in accordance with the rules and regu- 
lations governing the cotton market. 

Because of the slackened cotton exports, the foreign 
trade and the balance of payments positions have deterio- 
rated. The trade deficit in 1951 was LE 38.7 million, 
and the balance of payments deficit was LE 19.8 million. 
(The balance of payments deficit differs slightly from 
that published in the July 1952 issue of International 
Financial Statistics, apparently because of the inclusion 
by the Ministry of Finance of private capital remittances 
in the current account.) To improve the external finan- 
cial position, the Government will promote cotton ex- 
ports, restrict the importation of luxury goods, encourage 
domestic production of substitute products for those whose 
importation has been restricted, reduce government pur- 
chases and expenditures abroad, and reduce the limits 
on tourists’ funds transferred abroad. 


Although the balance of payments position has re- 
sulted in a decrease in Egypt’s sterling balances, its gold 
reserves increased to more than LE 60.5 million at the 
end of July 1952. Dollar exchange and exchange other 
than sterling also increased on the same date to LE 39 
million. As a result of improvement in the cotton mar- 
ket, since early this year, the Egyptian pound was quoted 
in foreign free exchange markets at the rate of US$2.60 
at the end of July. 

The note issue in 1951 continued to follow the increas- 
ing trend characteristic of the postwar years. But this 
increase was accompanied by a decrease in bank deposits, 
with the result that the money supply during the year 
did not increase substantially over that in 1950. 

While the devaluation of the Egyptian pound in 1949 
pushed up the price level in Egypt, the increase was rela- 
tively less than that recorded in other countries, par- 
ticularly the United Kingdom and France. 

The Government’s fiscal policy is to improve the fiscal 
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laws and the administrations entrusted with carrying 
them out, and thus to secure social justice and sufficient 
resources for the budget. The Government is attempting 
to keep a balance between direct and indirect taxes, and 
is doing its best to collect the taxes still due from pre- 
vious years. 

According to the report, the public debt in 1951 
amounted to LE 108 million, of which LE 78 million 
were national loans and LE 30 million the Palestine 
loan. In addition, the Government supplied LE 15 mil- 
lion for cotton financing (see this News Survey, Vol. V, 
p. 44), in respect of which Treasury bills amounting to 
LE 35 million were issued. The servicing of the public 
debt requires only 3 per cent of the total budget expendi- 
ture. 

The State Reserve Fund at the end of the last finan- 
cial year (June 30, 1952) amounted to LE 75.4 million, 
of which LE 40.8 million is committed. 

Although the Government has had to follow a retrench- 
ment policy in handling its finances, its main objective is 
to carry out a coordinated and stable policy to increase 
production and the national income through such pro- 
ductive schemes as the electrification of the Aswan Dam, 
irrigation projects, and the reclamation of land. The 
Government is preparing legislation aimed at improving 
relations between social classes and directing investment 
to industry. A law setting a limit on land ownership is 
now being prepared, and any holdings above this limit 
will be distributed among the landless and poor peasants. 
Sources: Al Ahram, August 12, 13, 14, 15, 18, and 19, 

1952, and L’Observateur, August 18, 1952, 
Cairo, Egypt; The Financial Times, London, 
England, August 14, 1952. 


Financing the New Egyptian Cotton Crop 

To facilitate the financing of the 1952-53 cotton crop, 
the Egyptian Government has decreed that the Agricul- 
tural and Cooperative Credit Bank shall make loans to 
cotton growers to the extent of 60 per cent of cotton 
prices on the spot market, with a maximum of 80 tallaris 
(1 tallari = US$0.574) per kantar (1 kantar = 99.05 
pounds) for long-staple cotton and a maximum of 60 
tallaris per kantar for medium-staple cotton. To secure 
the funds to meet the financing requirements, the Gov- 
ernment will guarantee a LE 5 million loan from the 
National Bank of Egypt to the Agricultural and Coop- 
erative Credit Bank. 


Source: Al Ahram, Cairo, Egypt, August 28, 1952. 
Cotton Export Duty in Syria 


The Government of Syria has imposed a new duty of 
LS 0.20 per kilogram on cotton exported after 
September 15. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
August 22, 1952. 


New Oil Fields in tran 


The government-owned National Iranian Oil Company, 
which has been conducting extensive drilling operations 
with the assistance of the Drilling and Exploration Com- 
pany of Houston, Texas, has struck oil one hundred miles 
south of Teheran in what may prove to be a field closely 
rivaling the nationalized concession of the Anglo-Iranian 
Oil Company. The National Iranian Oil Company is con- 
sidering erecting a 5,000-barrel-a-day refinery to serve 
the Teheran area, which accounts for about 70 per cent of 
Iran’s daily consumption of 7,000 barrels. 

Construction of a refinery near Teheran would elimin- 
ate the 650-mile rail transportation of these products from 
Abadan, which adds about $30 to $40 per ton to the 
cost of oil sold in Teheran. 

Source: The Journal of Commerce, New York, N. Y., 
August 15, 1952. 


Oil Drilling in Afghanistan 

The Afghanistan Government has recently commis- 
sioned a French company, Société des Forages en Afghan- 
istan, to undertake the first drilling for oil in the north- 
west section of the country. The company has been 
formed jointly by the Société Nationale des Pétroles du 
Languedoc Mediterranéen (which has a majority hold- 
ing), Pechelbronn, and the Société Forex (which will 
supply the material and personnel for the work). 
Source: La Vie Frangaise, Paris, France, August 15, 

1952. 


Far East 
Expansion of Indian Steel Industry 


The Indian Government is expected to extend about 
Rs 250 million to two steel companies, Tata Iron and 
Steel and the Steel Corporation of Bengal, for modern- 
ization and expansion, with the goal of increasing their 
output by about 600,000 tons of steel and 250,000 tons of 
pig iron by 1956-57. In addition, the industry expects 
to obtain about US$50 million (Rs 250 million) from the 
International Bank for Reconstruction and Development, 
and agreement on principle is reported to have been 
reached between the Bank and the Steel Corporation of 
Bengal. Tata also hopes to finance a large part of its 
expansion from its own resources. 

Source: The Times of India, Bombay, India, August 30, 
1952. 


Ceylon’s Dollar Import Restrictions 

Import restrictions on 19 of the 197 categories of goods 
hitherto imported freely into Ceylon from the dollar 
area have been imposed with effect from August 26. 
The restrictions affect textiles and luxury articles such 
as refrigerators, radios and radio equipment, etc. Grains, 
milk foods, tinned foods, medicated wine, olive oil, 
potatoes, malt, gram, oats, pulses, machinery, chemicals, 
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fertilizers, etc., may still be imported freely from the 
dollar area. 

The balance of payments deficit during the second 
quarter of this year was Rs 9.6 million, compared with a 
surplus of Rs 185 million for last year. The deficit is 
expected to increase in view of Ceylon’s increased pur- 
chases of rice and flour from the dollar area and the fall 
in both the price and volume of its dollar exports. 
Source: Government of Ceylon Information Department, 

Ceylon News Letter, Colombo, Ceylon, August 
29, 1952. 


Japanese Exports to Hong Kong 

As of September 1952, Japan will no longer require a 
special certification from the Hong Kong Government for 
the shipment of nonstrategic exports to Hong Kong. 
The strict prohibition on the export of strategic materials, 
however, will continue. 
Source: Far East Trader, New York, N. Y., August 27, 

1952. 


Suspension of Indonesian Exports to Singapore 
Effective July 26, 1952, the Indonesian Government 
suspended temporarily all exports to Singapore from the 
ports of Djakarta and Tanjong Priok. The suspension 
was imposed pending the outcome of investigations into 
alleged irregularities in export documents for Singapore 
cargoes. It was reported that rubber consigned to Singa- 
pore was represented as of lower grade in order to evade 
customs duties. 
Source: Far East Trader, New York, N. Y., August 20, 
1952. 


MSA Aid to the Philippines 

Total MSA aid to the Philippines for the fiscal year 
1951-52 amounted to $47 million; $15 million was under 
the 1951 interim program and $32 million under the 
1952 program. Of the total, 32 per cent was used for 
dollar exchange for essential commercial imports; 29 per 
cent for agriculture, forestry, and fisheries; 20 per cent 
for transportation, power, and other public works; about 
3 per cent for handicraft, manufacturing, mining, and 
other industries; and about 4 per cent for education, 
public administration, and technical assistance. 
Source: Five W’s on Philippine Trade, San Francisco, 

Calif., August 30, 1952. 


United States and Canada 


U.S. Metals Supply 


The current supply of basic metals in the United States 
is adequate to permit an acceleration of military produc- 
tion without serious cutbacks in the production of civil- 
ian goods. The basic productive capacity of the metals 
industry and other defense industries has increased 
sharply since the Korean outbreak, and expansion pro- 
grams will be completed by mid-1953. 


Despite the virtual cessation of steel production in 
June and July, current demand for steel is not excessive, 
and the market is described as normal. This normalcy 
is attributed to the quick resumption of production after 
the settlement of the steel strike, the husbanding of 
stocks during the strike, and cautious buying policies of 
consumers. 

Sources: The Journal of Commerce, New York, N. Y., 
August 25 and 26, 1952. 


U.S. Stockpile 


The U.S. stockpile of strategic materials was valued at 
$3,565 million at the end of June, according to a recent 
report of the U.S. Munitions Board to the Congress, 
The value of deliveries during the six months ended 
June 30 amounted to $480 million, compared with $357 
million in the previous six-month period. The present 
stockpile goal calls for the accumulation of goods valued 
at $7,753 million. 

Source: The Journal of Commerce, New York, N. Y,, 
August 19, 1952. 


Canadian Trade 


During the first half of 1952 Canada achieved a trade 
surplus of Can$165 million, in contrast with a deficit of 
$340 million in the corresponding period of 1951. Exports 
in the first half of 1952 were $2,115 million, or 19 per 
cent higher than in 1951, and imports were $1,950 mil. 
lion, or 8 per cent lower. The drop in imports was 
due to a 9 per cent reduction in prices in comparison 
with the first half of 1951; the volume of imports was 
2 per cent higher. Import prices were affected by the 
appreciation of the Canadian dollar. The volume of 
exports was 22 per cent higher than in 1951 while export 
prices fell very little. 

Exports to the United States were $1,113 million in 
1952 and imports $1,461 million, virtually the same as 
in the previous year. Exports to the United Kingdom 
rose by $141 million, or 55 per cent, to $395 million 
while imports fell by $63 million, or 28 per cent, to 
$161 million. Exports to Europe and Latin America 
increased even more sharply in 1952, while imports 
from these areas were about the same as in 1951. 
Sources: The Gazette, Montreal, Canada, August 12, 

1952; The Globe and Mail, Toronto, Canada, 
August 27, 1952. 


Higher Interest Rates in Canada 

The Government of Canada will issue a new series 
of savings bonds in October. Bonds dated November 1, 
1952 will mature on August 1, 1963 and will carry an 
average yield of 3.44 per cent per annum if held to 
maturity. This compares with an average yield of 3.21 
per cent on the present series. The Central Mortgage and 
Housing Corporation has announced that as from Sep- 
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tember 1, 1952 the interest rate on all loans made under 

the National Housing Act will rise by %4 of 1 per cent. 

This increase reflects the upward movement in the gen- 

eral interest structure. 

Sources: The Financial Post, Toronto, Canada, August 
23, 1952; Central Mortgage and Housing Cor- 
poration, Press Release, Ottawa, Canada, August 
29, 1952. 


Latin America 


Costa Rican Free Exchange Law 

At the request of the Central Bank of Costa Rica, the 
Government of Costa Rica has decreed, as of June 21, 
1952, certain regulations to implement the law which 
permits that, at the discretion of the Central Bank, part 
of the exchange derived from exports may be disposed 
of in the free market. Under the recent decree, persons 
requesting the privileges of the law are required to 
submit data on the costs of production of the article 
for which a concession is requested, capital invested in 
the enterprise, the number of persons employed, prices 
in the international and domestic markets, domestic con- 
sumption of the article, and any other data considered 
pertinent. The granting of the privileges must be pub- 
lished in the official bulletin of the Central Bank. The 
Bank may cancel or modify the conditions of privilege, 
giving 90 days’ advance notice. 
Source: La Gaceta, Diario Oficial, San José, Costa Rica, 

July 20, 1952. 


Venezuelan-U.S. Trade Agreement 

The United States and Venezuela signed a trade agree- 
ment on August 28, which supplements and amends the 
agreement of 1939. The new agreement will enter into 
effect 30 days after the exchange of instruments of rati- 
fication by the two Governments. 

The new agreement provides for additional tariff can- 
cessions by both countries. Some Venezuelan concessions 
in the 1939 agreement are modified or withdrawn, but 
new concessions, together with the 1939 concessions re- 
maining unchanged, cover a wide range of U.S. agricul- 
tural and industrial products. Under the revised agree- 
ment, the trade coverage of Venezuelan concessions is 
almost double that of the 1939 agreement. The United 
States granted new concessions on petroleum and iron 
products: tariff duties on oil imports will be reduced up 
to 50 per cent, and the tariff on iron-ore imports will be 
eliminated. 

Compared with the 1939 agreement, Venezuela grants 
new or improved concessions on $154 million of imports 
from the United States; on $12 million of imports, the 
1939 concessions are withdrawn; and on $6 million of 
imports the new agreement provides for Venezuelan rates 
higher than in the earlier agreement. The trade coverage 
of the 1939 agreement as supplemented by the new agree- 


ment is $240 million or about 60 per cent of total U.S. 
exports to Venezuela; under the 1939 agreement, only 35 
per cent of U.S. exports was covered. The agreement, 
as revised, covers 179 Venezuelan tariff items compared 
with 88 in the 1939 agreement; it includes products of 
interest to practically every important group of U.S. 
exporters. 

In 1950, U.S. imports from Venezuela of crude petro- 
leum and residual fuel oil amounted to $288 million 
or about 90 per cent of its total imports from Venezuela. 
It is estimated that the 1950 value of trade on which 
the United States has granted improved customs treat- 
ment is about $175 million. 

Sources: Department of State Press Release, and White 
House Press Release, Washington, D. C., August 
29, 1952. 


Amendment of Peru’s General Banking Law 

As an amendment to the General Banking Law of 
Peru, a bill increasing the minimum capital requirements 
to 10 million soles for commercial and savings banks 
with offices in Lima was promulgated on June 20, 1952. 
The capital must be increased by 500,000 soles for each 
branch established within the Republic. The same law 
provides that all insurance companies must be organized 
as stock companies (Sociedades Andnimas), with a 
minimum paid-up capital of 5 million soles; the majority 
of the shares shall belong to Peruvians; and the majority 
of the members of the board shall also be Peruvians. 

Banks and insurance companies already operating in 
Peru are required to increase their capital, in accordance 
with the new law, within a period of two years. 


Sources: El Comercio, Lima, Peru, June 20-29, 1952. 
Rubber Production in Brazil 


The intensive cultivation of rubber is to be under- 
taken in the State of Bahia, Brazil, by a company recently 
formed in Sao Paulo, which is now a rubber manufac- 
turing center. The growth of the rubber industry has 
revived interest in the Bahia plantations, which formerly 
had about 400,000 rubber trees. Production of rubber 
in the Amazon has increased, a crop of about 30,000 tons 
being expected this year according to the Amazon Credit 
Bank. 

Source: Brazilian Government Trade Bureau, Brazilian 


Bulletin, New York, N. Y., August 15, 1952. 


Agricultural Bank Credit in Paraguay 

The Bank of Paraguay has recently established detailed 
regulations, effective during the 1952-53 crop year, for 
the granting of agricultural bank credit. These regula- 
tions include general rules and procedures, qualifications 
required of farmers to be eligible for credit, classes of 
agricultural credit and the percentages to be granted in 
relation to the costs of production or cultivation, regular 
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supervison of the investment, and terms of credit for each 
type of crop, etc. 
Source: El Pais, Asuncion, Paraguay, July 14, 1952. 


Salaries and Wages in Paraguay 

On July 17, the Government of Paraguay approved a 
resolution by which salaries and wages of male workers 
were increased by 80 per cent, and those of female 
workers by 85 per cent, above the levels prevailing on 
July 1, 1951. 


Source: El Pais, Asuncién, Paraguay, July 18, 1952. 


Other Countries 


Australia’s Dollar Deficit 


According to official statistics, Australia had a balance 
of payments deficit of $165 million with the dollar area 
in 1951-52, in contrast to a surplus of $71 million in 
1950-51. Australia’s trade balance with the dollar area 
deteriorated by $307 million over the two years, 1950-51 
and 1951-52; in this period, exports to the United States 
and Canada decreased by $179 million and imports in- 
creased by $121 million, while the favorable balance with 
other dollar countries declined by $7 million. Australia 
financed the 1951-52 dollar deficit partly from her own 
resources and partly by drawing $131 million from the 
sterling area dollar pool. The latter is in contrast to a 
net contribution of $97 million to the sterling area dollar 
pool during the previous twelve months. A dollar loan 
from the International Bank for Reconstruction and De- 
velopment financed imports worth $33 million (f.o.b.) 
in 1951-52, against $12 million (f.o.b.) in 1950-51. In 
1951-52 there was an inflow of $9 million of investment 
capital, in contrast to an outflow of $55 million in the 
previous year. 

Sources: The Financial Times, August 20, 1952, and 
The Economist, August 30, 1952, London, 
England. 


New Zealand Import Cuts 


More complete information now available regarding 
cuts in New Zealand imports for 1953 (see this News 
Survey, Vol. V, p. 56) shows that the basic allocation of 
exchange for each importer in 1953 will be 40 per cent 
of the amount of exchange sold in 1950 to that importer 
for nongovernmental imports other than motor vehicles 
and goods paid for under “third-party certificates.” For 
the present year the basic allocation was fixed at 80 per 
cent, but in practice the control has been operated with 
considerable elasticity. Provision has been made for a 
similar flexibility in 1953; additional allocations may be 
made by the Reserve Bank to meet essential requirements. 
The Reserve Bank has undertaken to provide funds in full 
to pay for motor vehicles, all of which must be imported 
under license, and for imports from hard currency coun- 


tries, for which licenses must also be obtained. The only 
import licenses that carry no assurance of an exchange 
allotment are those relating to a few goods where protec. 
tion of domestic industries is involved. It is estimated, 
however, that about four fifths of the goods imported on 
private account into New Zealand from sterling area and 
other soft currency countries do not require licenses, 
Hence, to be sure that exchange will be available for pay. 
ment for these goods, sellers in Britain and the other 
countries concerned will have to satisfy themselves that 
the buyers in New Zealand are operating within their 
basic 40 per cent allocation. Confusion has been caused 
by earlier reports which had stated that licenses for im. 
ports from nonscheduled countries would not carry an 
assurance that exchange would be provided. In New 
Zealand the term “scheduled countries” apparently means 
the dollar area, a few other hard currency countries, Japan, 
and the Russian bloc, whereas in the United Kingdom 
the term “scheduled territories” means the sterling area. 
Source: The Economist, London, England, August 23, 
1952. 


New Zealand Interest Rates 


The New Zealand Government has granted local 
authorities permission to increase the interest rate on 
local authority loans from 344 per cent to 4 per cent. 
During the last year the local authorities have found it 
almost impossible to float loans at the pegged rate of 
34% per cent which had been maintained since early in 
the war. 

To stimulate saving it is proposed to restore the limit 
of £5,000 up to which deposits will be received in the 
Post Office Savings Bank, the interest rate on any excess 
over £2,000 being 14% per cent. Last year’s budget 
surplus of £12.6 million has provided part of the finance 
for the works program; the Government will, therefore, 
not need to raise a public loan this year, which will help 
relieve the prevailing monetary tightness. 

Sources: New Zealand Embassy, News from New 
Zealand, Washington, D. C., August 1952; The 
Times, London, England, August 21, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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